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James M. Long, CPA

Shareholder
901 Kentucky, Suite 104 785-312-9091
Lawrence, KS 66044 Fax 785-312-9249
jlongcpa@sunfiower.com 785-766-7556

Board of Education
Unified School District No. 377
Effingham, Kansas 66023

INDEPENDENT AUDITORS’ REPORT ON FINANCIAL STATEMENTS

We have audited the financial statements of the individual funds of Umified School
District No. 377, Effingham, Kansas, as of and for the year ended June 30 2011, as listed
in the table of contents. These financial statements are the responsibility of the District’s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America, the Kansas Municipal Audit Guide and the standards
applicable to financial audits contained in “Govemnment Auditing Standards”, issued by
the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An andit also includes
assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall financial statement presentatlon We believe that our
audit provides a reasonable basis for our opinion.

As described more fully in Note |, Unified School District No. 377 has prepared these
financial statements in conformity with the accounting practices prescribed by the State
of Kansas to demonstrate compliance with the cash basis and budget laws of the State of
Kansas, which practices differ from accounting principles generally accepted in the
United States of America. The effect on the financial statements of the variances between
these regulatory accounting practices and accounting principles generally accepted in the
United States of America, although not reasonable determinable, are presumed to be
material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph,
the financial statements referred to above do not present fairly, in conformity with
accounting principles generally accepted in the United States of America, the financial
position of Unified School District No. 377 as of June 30, 2011, or the changes in its
financial position for the year then ended.



In our opinion the financial statements referred to above present fairly, in all material
respects, the cash and unencumbered cash balances of the Unified School District No.
377, as of June 30, 2011, and its cash receipts and expenditures, budgetary comparisons,
and changes in long-term debt and long-term debt maturities for the year then ended, on
the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated
August 29, 2011, on our consideration of Unified School District No. 377’s internal
control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Qur audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise Unified School District No. 377’s basic financial statements.
The accompanying schedule of expenditures of federal awards and schedule of findings
and questioned costs are presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of State and Local
Governments. and Non-Profit Organizations, and is also not a required part of the basic
financial statements of Unified School District No. 377. The schedule of expenditures of
federal awards and schedule of findings and questioned costs have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

cFA, IR

Long CPA, PA
A Professional Association
Certified Public Accountant

August 29, 2011
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Statement 3

USD #377 EFFINGHAM, KS
GENERAL FUND
Statement of Cash Receipts and Expenditures - Actual and Budgel
For the Year Ended June 3@, 2011

Varjatice-
Favorable
Actual Budpet (Un{avorablc)
CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax b 668,280 3 652,939 b 13,321
Delinquent tax 11,070 3,577 7,493
Motor vehicle tax 0
RV tax 0
16/20 Trucks tax i}
Federal grants 258,025 93,793 164,232
State aid/grants 4,348,763 4,783,021 {434,258)
Charpes for services 0
Interest income 0
Miscellancous revenues 113,159 113,159
Operating transfers {0
Total Cash Receipts 5,399,297 5,533,350 {134,053)
EXPENDITURES
Instruction 2,118,917 2,368,319 249402
Student support services 182,501 181,250 (£,251)
Instruction support staff 135,943 143,725 7,782
General administration 196,523 205,297 8,774
School administration 345,087 383,840 38,733
Operations and maintenance 286,612 332,030 45418
Student transporiation services 363,871 359,321 (4,550)
Central suppord services 0
Other suppord services 104,722 108,540 31818
Food scrvice operations 0
Student activities 2.94] {2,941}
Facility acquisition and construction services 0
Debt service 0
Operating transfers 1,608,709 1,451,028 (157,681)
Adjustment to comply with
legat max {300,683) (300,683)
Adjustment for qualifying
budget credits 113,159 113,159
Total Expenditures 5,345,826 3 5,145,826 b 1]
Receipts Over (Under) Expenditures 53,471
Unencumbered Cash, Beginning (419,361)
Priar Year Cancelled Encumbrances 0
Unencumbered Cash, Ending ] (365.890)

See Nole 9 (Cash Basis Exception)

See Note 10 (Statutory Presentaion)

The noles to the financial statements are an integral part of this statement.
3



USD #377 EFFINGHAM, KS

SUPPLEMENTAL GENERAL FUND

Statement of Cash Receipis and Expenditures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenne
Ad valorem property tax
Delinquent tax
Motor vehicle tax
RV tax
16/20 Trucks tax
Federal grants
State aid/grants
Chargpes for services
Interest income
Miscellaneous revenues
Operaling transfers

Total Cash Receipis

EXPENDITURES

Instruction

Student suppaort services

Instruction support staff

General administration

School administration

Operations and maintenance

Student transportation services

Central support services

Other support services

Food service operations

Student aclivities

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment to comply with
lepal max

Adjustment for qualifying
budgel credits

Total Expenditures
Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances
Unencumbered Cash, Ending
See Note 9 (Cash Basis Exception)

See Note 10 (Siatutory Presentaion)

The notes to the financial statements are an integral part of this statement.

=5

Statement 3

6

Variance-
Favorable
Actual Budget (Unfavorable)
848,941 8 034,243 (85,302)
16,215 4,358 11,857
139,991 136,214 3,777
2,198 2273 (75)
25,073 25,073
0 0
822,948 721,037 101,911
0
1
)
0
1,855,366 1,798,125 57,341
200,611 171,000 (119,611)
3,820 1,500 (2,320)
0 0
28,012 20,000 (8,012)
3,854 4,500 646
480,888 756,135 275,247
284,945 202,000 (82,945)
0
3,000 5,800
0
0
0
b
653,500 652,389 (1,111}
(66,894) (66,894)
0
1,745,630 b 1,745,630 ]
109,736
18,689
0
128,425



Stalement 3

USD #377 EFFINGHAM, K8
VOCATIONAL EDUCATION FUND
Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended June 30, 2011

Variance-
Favarable
Actual Budpet {Unfavorable)

CASH RECEIPTS

Taxes and Shared Revenue

Ad valorem property tax 5 3 b

Delinquent tax

Molor vehicle tax

RV tax

Mineral production lax
Federal grants 1,857 1,857
State aid/granis 0
Charges for services 0
Interest income ]
Miscellancous revenues 389 (389)
Operating transfers 151,000 160,000 (9,000}

o o o QD

Total Cash Receipts 152,857 160,389 {7,532)

EXPENDITURES
Instruction 150,473 190,000 39,527
Student support services
Instruction support staff
General administration
School administration
Operations and maintenance
Student transportation services
Central support services
Other support services
Food service operations
Student activities
Facility acquisition and construction services
Debt service
Operating transfers
Adjustment to comply with
lepal max 0
Adjustment for qualifying
budget credits ¢

[ S - R - e Y o (Y o o B o IS e Y o B o BN o= S o

Tolal Expenditures 150,473 b 190,000 3 39,527

Receipls Over (Under) Expenditures 2,384
Unencumbered Cash, Beginning 53,610
Prior Year Cancelled Encumbrances 0

Unencumbered Cash, Ending % 35.994

The noles to the financial statements are an integral parl of this statement.
7



Statement 3

USD {377 EFFINGIAM, K8
SPECIAL EDUCATION FUND
Statement of Cash Receipts and Expenditures - Actoal and Budget
For the Year Ended June 30, 2011

Variance-
Favorable
Actual Budget (Unlavorable)

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax 8 5 $
Delinguent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal grants
Slate atd/prants
Charpes for services 9,203 9,203
Interest income 0
Miscellaneous revenues 0
Operating {ransfers 1,163,129 1,243,240 (80,111

oo~ o [ o [ cnr B con [ e [ e |

Total Cash Receipts 1,172,332 1,243,140 (70,908)

EXPENDITURES
Instruction 1,132.266 1,217,615 85,349
Studenl support services
Instruction support stafl
General administration
School ndministralion
Operations and maintenance
Student fransportation services 50,054 82,385 3233
Central support services
Other suppori services
Food service operations
Student activities
Facilily acquisition and construction services
Debl service
Operating iransfers
Adjustment to comply with

== == o I o= I o B o B e B~ B = B - - R

legal max 0
Adjustment for qualifying
budget credits 0
Tolal Expenditures 1,182,320 ] 1.300.000 $ 117,680
Receipts Over (Under) Expenditures (9,988)
Unencumbered Cash, Beginning 329,849
Prior Year Cancelled Encumbrances i}
Unencumbered Cash, Ending g Ji9,861

The notes Lo the financial statements are an integral part of this statement.
8



Statement 3

USD #377 EFFINGHAM, KS
DRIVER TRAINING FUND
Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended June 30, 2011

Variance-
Favarable
Actual Budpet (Unlavorable)
CASH RECEIPTS ‘
Taxes and Shared Revenue
Ad valorem property tax 5 5 5 0
Delinguent tax 0
Motor vehicle tax 0
RV tax 0
Mineral production tax 0
Federal prants 0
State aid/grants 2.960 2,800 160
Charges [or services 5,175 5,700 {525)
Interest income 0
Miscellaneous revenues 0
Operating transfers 0
Total Cash Receipts 8,133 8,500 {363)
EXPENDITURES
Instruction 6,827 10,800 3,973
Student support services 0
Instruction support siaff 0
General administration 0
School administration 0
Operations and maintenance 840 1,200 33l
Student transportation services 0
Cenlral support services 0
Other support services 0
Food service operations 0
Student activities a
Facility acquisilion and construction services 0
Debt service 0
Operating transfers 0
Adjustment to comply with
legal max 0
Adjustment {or qualifying
budget credils 0
Total Expenditures 7,676 $ 12,000 b 4,324
Receipts Over (Under) Expenditures 459
Unencumbered Cash, Beginning 12,446
Prior Year Cancelled Encumbrances 0

Unencumbered Cash, Ending

&7

12,905

The notes to the financial stalements are an integral part of this statement,
9



Sdatement 3

USD #377 EFFINGHAM, KS
FOOD SERVICE FUND
Statement of Cash Receipts and Expenditures - Actual and Budget
For the Yeur Ended June 30, 20H1

Variance-
Favorable
Actoal Budgel (Unfavorable)

CASH RECEIPTS

Taxes and Shared Revenuc

Ad valorem property tax 5

Delinquent tax

Moltor vehicle tax

RV tax

Mineral production tax
Federal prants 187,268 187,193 15
State aid/grants 3,821 3,200 721
Charges for services 169,779 163,018 6,761
Interest income 609 450 159
Miscellaneous revenues 0
Operaling transfers 105,000 100,000 3,000

[
LT

oo B o o Y cone Y e

Total Cash Receipls 466,577 453,861 12,716

EXPENDITURES
Instruction
Student support services
Instruction suppart staff
General administration
School adminisiration
Operations and mainienance
Student transportation services
Cenlral support services
Other support services
Food service operations 465,998 530,000 64,00
Student aetivitics
Facility nequisition and construction services
Debt service
Operating transfers
Adjustment to comply with

Lo e R . o 6 S o - B e R <o Y e Y e B e B = I o

legal max 0
Adjustment for qualifying
budget credits 1]
Tatal Expenditures 465,998 3 530,000 B 64.002
Receipts Over (Under) Expenditures 579
Unencumbered Cash, Beginning 157,139
Prior Year Cancelled Encumbrances 0
Unencumbered Cash, Ending 3 157,718

The notes to the financial stalements are an integral part of this statement.
10



Statement 3

USD #377 EFFINGHAM, KS
CAPITAL OUTLAY FUND
Staiement of Cash Receipts and Expenditores - Actual and Budget
For the Year Ended June 30, 2011

Variance-
Favorable
Actual Budget {Unfavorable)
CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax p 3 3 0
Delinquent tax 0
Motor vehicle tax o
RV tax 0
Mineral production tax 0
Federal grants 0
State aid/prants {
Charges for services 0
Interest income 10,548 15,000 (4.452)
Miscellaneous revenues 70,750 88,810 {18,060)
Cperating transfers 155,675 155,675
Total Cash Receipts 236,973 103,810 133,163
EXPENDITURES
Instruclion 11,636 50,000 38,364
Student support services 3,000 5,000
Instruction support staff 5,000 5,000
General administration 2,000 2,000
School administration 5,000 5,000
Operations and mainfenance 2,447 18,060 15,553
Student transportation services 142,746 170,000 27,254
Central supporl services 0
Other supporl services 0
Food service operations 0
Student activities 0
Facility acquisition and construction services 51,723 345,000 263277
Debt service 0
Operating transfers 0
Adjustment to comply wilh
legal max 0
Adjusiment for qualifying
budget credits 0
Toltal Expenditures 208,552 b 600,000 3 391,448
Reeeipts Over (Under) Expenditures 28,421
Unencumbered Cash, Beginning 769,767
Prior Year Cancelled Encumbrances 0

=

Unencumbered Cash, Ending 798,188

The notes to the financial stalements arc an integral part of this statement.
H



USD #377 EFFINGHAM, K3
GIFTS AND GRANTS FUND

Statement 3

Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax by
Delinquent tax
Maotor vehicle tax
RV tax
Mineral production lax
Federal grants
State aid/grants
Charges [or services
Interest income
Miscellancous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruclion support stafl

General administration

School administration

Operations and mainlenance

Student transportation services

Central support services

Other support services

Food service operations

Student activilies

Facility acquisition nnd construction services

Debt service

Operating transfers

Adjustment to comply with
fegal max

Adjustmeat for qualifying
budgel credits

Tolul Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending 3

Variance-
Favorable

Aclual Budpet {Unfavorable)

b $ 0

0

0

0

0

0

0

0

0

10,649 12,792 (2,143)
0
10,649 12,792 (2,143)

9,697 25,000 13,303

0

0

0

0

0

0

o

0

)

o

0

0

0

0

0

0,697 3 25,000 $ 15,303
952
12,208
0
13.160

The notes to the financinl statements are an integral part of this statement,

12



USD #377 EFFINGHAM, KS
PROFESSIONAL DEVELOPMENT FUND
Statement of Cash Receipts and Expenditures - Actual and Budget

Statement 3

For the Year Ended June 30, 2011

Actual

Variance-
Favorable
Budget (Unfavorable)

CASH RECEIPTS

Taxes and Shared Revenue
Ad valorem properly tax §
Delinquent tax
Motar vehicle tax
RV tax
Mineral production tax

Federal prants

State aid/prants

Charges [or services

Interest income

Miscellancous revenues

Operating transfers 6,000

_o Do O 0000 Cc o os

2,389 3,61

Total Cash Receipts 6,000

1,389 3.6l

EXPENDITURES
Instruciion
Student support scrvices
Instruciion support staff 6,222
General administration
School administralion
Operations and maintenance
Student transportation services
Central support services
Other supporl services
Food service operations
Student activities
Facility scquisition and construction services
Debt service
Operating transfers
Adjustment to comply with
legal max
Adjustment for qualifying
budgel credits

18,000 11,778

=== - S o= B o= B o B e B o Y e B e I <o

Tolul Expenditures 6,222

b 18.000 b 11,778

Receipts Over (Under) Expenditures (222}
Unencumbered Cash, Beginning 15,611

Prior Year Cancelled Encumbrances 1]

o3

Unencumbered Cash, Ending

15.389

The notes to the financial statements are an integral part of this statement,

13



USD #377 EFFINGHAM, KS

SUMMER SCHOOL FUND

Statement of Cash Receipis and Expendilures - Actual and Budget
For the Year Ended June 30, 2011

CASH RECEIPTS
Tuxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Mator vehicle tax
RV tax
Mineral production tax
Federal grants
State aid/grants
Charges for services
Interest income
Miscellancous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

instruction support staff

General administralion

School administration

Operations and maintenance

Student transportation services

Communily support services

Other support services

Food serviee operalions

Studenl activilies

Facility acquisition and construclion services

Debl service

Operating transfers

Adjustment to comply with
lepal max

Adjustment for qualifying
budgelt credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

Statement 3

Variance-
Favorable

Actual Budpet (Unfavorable)

3 ki 0

Y

0

0

0

0

1]

0

0

0

0

0 0 0

460 2,067 1,607

0

0

0

0

1]

0

0

0

0

o

0

0

0

0

0

460 $ 2,067 b} 1,607

(460

2,067
0
1,607

The notes 1o the financial statements are an integral part of this statement,

14



USD #377 EFFINGHAM, K8

KPERS SPECIAL RETIREMENT CONTRIBUTION FUND

Statement of Cash Receipts and Expendifures - Actual and Budget

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinguent tax
Motar vehicle tax
RV tax
Mineral production lax
Federal prants
State pid/prants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Tolal Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruction support stail’

General administration

Schoo! administration

Operations and maintenance

Student transporlation services

Central support services

Other support services

Food service operations

Student activities

Facility acquisition nnd construction services

Debt service

Operating trapsfers

Adjustment to comply with
legal max

Adjusiment for qualilying
budget credits

Total Expenditures

Receipts Over {Under) Expendilures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

The noles to financial statements are an integeal part of this stolement.

=3

Statement 3

Variance-
Favorable
Actual Budget (Unfavorable)
8 3 0
0
0
U]
0
0
230,332 315,207 (84,873}
0
0
0
0
230,332 315,207 (84,875)
145,144 209,250 64,106
6,307 12,608 6,301
6,667 R,668 2,001
8,313 9.456 1,143
23,564 23,640 76
13,827 17,967 4,140
13,701 18,488 4,787
0
3,940 4,098 158
8,869 11,032 2,163
4]
0
0
0
0
0
230,332 h 315,207 3 84,875
0
0
0
0]

15



Statement 3

USD #377 EFFINGHAM, KS
AT RISK FUND (K-12) FUND
Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended June 30, 2011

Varjance-
Favarable
Actual Budget {(Unfavorable)

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax b 5 5 0
Delinquent tax ¢
Motor vehicle tax 0
RV tax 0
Mineral preduction tax 0
Federal prants 0
State aid/prants 0
Charges for services 0
Interest income 0
Miscellancous revenues 0
Operating translers 480,357 559,674 (79,317)

Total Cash Receipts 480,357 559,674 (79,317

EXPENDITURES
Instruction 400,506 525,639 125,133
Student supporl services 33,351 34,035 684
Instruction support staff
General adminisiration
School administration
Operations and maintenance
Student transportation services
Central support services
Other support services
Food service operations
Student activities
Facility acquisition and counstruciion services
Debt service
Operating transfers
Adjustment to comply with
legal max 0
Adjustment for qualifying
budget credits 0

o e S o B - e [ e S o o [ e Y e 2 v Y

Total Expenditures 433,857 3 559,674 b 135.817

Receipts Over (Under) Expenditures 46,500
Unencumbered Cash, Beginninp ¢
Prior Year Cancelled Encumbrances ¢

Unencumbered Cash, Ending 5 45,500

The noles to financinl sinlements are an integral part of this statemend.
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USD #377 EFFINGHAM, KS
AT-RISK {4 YEAR OLD) FUND

Statement of Cash Receipts and Expenditures - Actual and Budgel

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Mator vehicle tax
RV tax
Mineral production lax
Federal grants
State aid/grants
Charges [or services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Studenl suppeort services

Instruction support staff

General administralion

School administration

Operalions and maintenance

Student transportation services

Community supporl services

Other support services

Food service operations

Student activities

Facility acquisition and conslruction services

Debt service

Operating transfers

Adjustment to comply with
lepal max

Adjustment for qualifying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

The notes to the financial stalements are an intepral part of this statement.

Statement 3

Variance-
Favorable
Actual Budget {Unfavorahie)
3 5 4
0
i
0
0
4]
0
0
0
0
20,041 36,108 {16,067)
20,041 36,108 (16,067)
20,041 29,533 0.492
0
0
0
0
]
6,575 6,575
0
0
0
0
0
0
0
0
0
20,041 bt 36,108 b 16,067
0
0
4]
(0

17



Statement 3

USD #377 EFFINGHAM, KS
BILINGUAL EDUCATION FUND
Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended June 306, 2011

Variance-
Favorable
Actusal Budget {(Unfaverable)

CASH RECEIPTS

Tuxes and Shured Revenue
Ad valorem property tax ;3 % %
Delinguent tax
Motor vehicle tax
RV tax
Mineral production tax

Federal pranis

State aid/grants

Charges lor services

Interest income

Miscellaneous revenues

Operating transiers 2,007 2,006

[ i <o Y e [ e [ e B <o Y - [ e S e T e [ e}

Total Cash Receipts 2,007 2,006 \

EXPENDITURES
Instruction 2,006 2,006
Student suppori services
Instruction support staff
General administration
School administration
Operations and maintenance
Student lransporiation services
Community suppori services
Other support services
Food service operations
Student aclivities
Facility acquisition and construction services
Debt service
Operating transfers
Adjustment to comply with
legal max 0
Adjusiment for qualifying
budget credits o

[oa- R e Qi o J e R o 0 - B o= R o e Y o S . S e I o I

Total Expenditures 2,006 $ 2,006 b 0

Receipts Over (Under) Expenditures {
Unencumbered Cash, Beginning 0
Prior Year Cancelled Encumbrances 0

Unencumbered Cash, Ending b 1

The notes Lo the financiad statements are an integral part of this statement.
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Statement 3

USD #377 EFFINGHAM, KS
BOND AND INTEREST FUND
Statemnent of Cash Receipts and Expenditures - Actual and Budget
For the Yeur Ended June 30, 2011

Variance-
Favorable
Actual Budgel {(Unfavorable)

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax 5 S S
Delinquent tax
Mator vehicle tax
RV tax
Mineral production tax
Federal prants
State aid/grants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

[m= [ v I - [ o [ o R o Y e [ o S - I - Y -1

Total Cash Receipts 0 0 0

EXPENDITURES
Insiruction
Student support services
Instruction support stafl
General adminisiration
School administration
Operations and maintenance
Student transportation services
Central support services
Other support services
Food service operations
Siudent activities
Facility acquisition and construction services
Debt service 88,810 B8.81
Operaling transfers
Adjustment to comply with

ar it we N I R . B - R ue R - N - T e B o Y e Y o TN

legal max 0
Adjustment for qualifying
budget credits G
Total Expenditures { 3 88.810 3 88.810
Receipts Over (Under) Expenditures 0
Unencumbered Cash, Beginning 88,810
Prior Year Cancelled Encumbrances ]
Unencumbered Cash, Ending by 88.810

The notes 1o the financial statements are an integral part of this stalement,
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CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinquent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal grants
State aid/grants
Charges for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES
Instruction
Student support services
Instruction support staff
General administration
School administration

Operations and maintenance
Student transportation services

Central support services
Other support services
Food service operations
Student activities

USD #377 EFFINGHAM, KS
ANY NONBUDGETED FUNDS

Statement of Cash Receipts and Expenditurcs

For the Year Ended June 30, 2011

Textbook
Rental

Contingency
Reserve

37,092

755
20,000

159,000

57,847

159,000

71,827

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment for qualifying
budget credits

Total Expenditures

Statement 3

Title 1

114,535

114,535

26,613
2,158
475
1,480
3,029
4,498

919

71,827

39,172

Reeeipts Over (Under) Expendiiures (13,980)

Unencumbered Cash, Beginning

56,648

Prior Year Cancelled Encumbrances 0

Unencumbered Cash, Ending

The notes to the financial statements are an integral part of this statement.

119,828
403,386
0

b 42,668

523.214

20

117,602

120,834

{6,299)
6,299
0



Statermnent 3

USD #377 EFFINGHAM, KS
ANY NONBUDGETED FUNDS
Statement of Cash Receipts and Expenditures
For the Year Ended June 30, 2011

Title IV A. L Rice
Drug Free Memorial Title ILA

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax b} b b}
Delinquent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal grants 1,672 25,296
State aid/grants
Charges for services
Interest income 87
Miscellaneous revernues
Operating transfers

Total Cash Receipts 1,672 87 25,296

EXPENDITURES
Instruction 1,744 100 34,420
Student support services
Instruction support staft
General administration
School administration
Operations and maintenance
Student transportation services
Central support services
Other support services
Food service operations
Student activitics
Facility acquisition and construction services
Debt service
Operating transfers
Adjustment for qualifying
budget credits

Total Expenditures 1,744 100 34,420

Receipts Over (Under) Expenditures (72) (13) (9,124)
Unencumbered Cash, Beginning 72 116 9,124
Prior Year Cancelled Encumbrances 0 0 0

Uneneumbered Cash, Ending B a by 103 $ 0

The notes to the financial statements are an integral part of this statement.
2]



CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinguent tax
Motor vehicle tax
RV tax
Mineral production tax
Federal grants
State aid/grants
Charpes for services
Interest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES
Instruction
Student support services
Instruction support staff
General administration
School administration
Operations and maintenance

Student transportation services

Central support services
Other support services
Food service operations
Student activities

USD #377 EFFINGHAM, KS
ANY NONBUDGETED FUNDS
Statement of Cash Reeeipts and Expenditures
For the Year Ended June 30, 2011

Character Serve America
Education Grant School Based

3,199

3,199 0

3,199 634

Facility acquisition and construction services

Debt service

Operating transfers

Adjustment for qualifying
budget credits

Total Expenditures

3,199 634

Receipts Over (Under) Expenditures 0 (634)

Unencumbered Cash, Beginning

=

1,518

Prior Year Cancelled Encumbrances 0 0

Unencumbered Cash, Ending

b 0 b B84

The notes to the financial statements are an integral part of this statement.

2

Staternent 3

Title 11D

413

413

413

413

[



Statement <

USD #377 EFFINGHAM, K§
AGENCY FUNDS
Statement of Cash Receipts and Cash Disbursements
For the Year Ended June 30, 2011

Beginning Cash Cash Ending
Fund Cash Balance Receipts Disbursements Cash Balance
Scholarships b 0 B 4,000 b 4,000 h 0
Payroll Liabilities 74,912 754,465 819,592 9,785
High School
Forensics 482 504 631 445
Drama 2,952 6,275 6,421 2,806
Soundmasters 7,495 23,072 22,917 7,650
Band - HS 1,563 420 864 1,119
Band - JH 60 60 0
Cheerleaders - HS 279 7,640 7,704 215
Cheerleaders - JH 203 I,161 498 866
Drill Team 120 1,628 1,641 107
Stuco - HS 961 5,387 4,772 1,576
Stuco - JH 2,175 3,186 3,292 2,069
FOR 106 106
Kays 310 332 300 342
FFA 6,070 22,458 20,297 8,231
Letterclub 447 447
FBLA 174 174
National Art Honor Society 154 154
National Honor Society 43 1,542 1,016 569
Science Club a2 22
Math Club 87 875 882 80
Young Adult Library Board 1,093 060 1,054 999
Scholar Bowl 121 121
Seniors 1,389 2,792 4,181 0
Juniors 0 10,979 8,476 2,503
Total b 101,218 b 847,766 b 008,598 b 40,386

The notes to the finaneial statements are an integral part of this statement.
23
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UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Summary of Significant Accounting Policies

Financial Reporting Entity

USD No.377 is a municipal corporation governed by an elected seven member
board. The district as an entity has been defined to inciude, on a combined
basis, (a}) USD No. 377 (b) organizations for which USD No. 377 is
financially accountable, and (c) other organizations for which the nature and
significance of their relationship with USD No. 377 are such that exclusion
would cause the reporting entity’s financial statements to be misleading or
incomplete. There are currently no organizations which meet the foregoing
criteria for being combined in the District’s report.

Fund Descriptions

In governmental accounting, a fund is defined as an independent fiscal and
accounting entity with a self-balancing set of accounts recording cash and
other financial resources, together with all related liabilities and residual
equities or balances, and changes therein, which are segregated for the
purpose of carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limitations.

The following types of funds comprise the financial activities of the District
for the year 2011:

Governmental Funds

General Fund - To account for the resources except those required to be
accounted for in another fund.

Special Revenue Funds — To account for the proceeds of specific revenue
sources (other than major capital projects) that are restricted by law or
administrative action to be expended for specified purposes.

Fiduciary Funds

Agency Funds — To account for assets held by a governmental unit in a
trustee capacity or as an agent for individuals, private organizations, other
governmental units, and/or other funds.

25



UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Summary of Significant Accounting Policies (Continued)

Statutory Basis of Accounting

The statutory basis of accounting, as nsed in the preparation of these statutory
basis financial statements, is designed to demonstrate compliance with the
cash basis and budget laws of the State of Kansas. Cash receipts are
recognized when the cash balance of a fund is increased. Expenditures include
disbursements, accounts payable and encumbrances. Encumbrances are
commitments related to unperformed (executory) contracts for goods and
services, and are usually evidenced by a purchase order or written contract.
For an interfund transaction, a cash receipt is recorded in the fund receiving
cash from another fund, and an expenditure would be charged in the fund
from which the transfer is made.

The municipality has approved a resolution that is in compliance with K.S.A.
75-1120a(c), waiving the requirement for application of generally accepted
accounting principles and allowing the municipality to use the statutory basis
of accounting.

Departure from Generally Accepted Accounting Principles {(GAAP)

The basis of accounting described above results in a financial statement
presentation which shows cash receipts, cash disbursement, cash and
unencumbered cash balances, and expenditures compared to budget. Balance
sheets that would have shown noncash assets such as receivables, inventories,
and prepaid expense, liabilities such as deferred revenues and matured
principle and interest payable, and reservations of fund balance are not
presented. Under accounting principles generally accepted in the United
States of America, encumbrances are only recognized as a reservation of fund
balance; encumbrances outstanding at year-end do not constitute expenditures
or liabilities. Consequently, the expenditures as reported do not present the
cost of goods and services received during the fiscal year in accordance with
United States generally accepted accounting principles. Capital assets that
account for the land, buildings, and equipment owned by the municipality are
not presented in the financial statements. Also, general long-term debt such as
general obligation bonds, temporary notes, and compensated absences are not
presented in the financial statements.
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UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 — Summary of Significant Accounting Policies (Continued)

Reimbursed Expenses

Expenditures in the amount of $§ 113,159 are classified as reimbursed
expenses in the General Fund. The purpose of these expenditures is payment
for goods and services in which fees are collected and such expenditures are
exempt from the budget law under K.S.A. 79-2934.

Remmbursed expenses are defined as repayments of amounts remitted on
behalf of another party. All reimbursed expenses shown in the financial
statements meet the following criteria: 1) the related disbursement was made
in the current year on behalf of the payee, 2) the item paid for was directly
identifiable as having been used by or provided to the payee, and 3) the
amount of the reimbursed expense was directly tied to the amount of the
original cash disbursement.

Budgetary Information

Kansas Statutes require that an annual operating budget be legally adopted for
the general fund, special revenue funds (unless specifically exempted by
statute), debt service funds, and enterprise funds. The statutes provide for the
following sequence and timetable in the adoption of the legal annual operating
budget:

1. Preparation of the budget for the succeeding calendar year on or before
August 1%,

2. Publication in local newspaper of the proposed budget and notice of
public hearing on the budget on or before August 5"

3. Public hearing on or before August 15", but at least ten days after
publication of notice of hearing.

th

4. Adoption of the final budget on or before August 25™.

The statutes allow for the governing body to increase the originally adopted
budget for previously unbudgeted increases in revenues other than ad valorem
property taxes. To do this, a notice of public hearing to amend the budget
must be published in the local newspaper. At least ten days after publication,
the hearing may be held and the governing body may amend the budget at that
time. There were no budget amendments for the year 2011.
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UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - Summary of Significant Accounting Policies (Continued)

Budgetary Information (Continued)

The statutes permit transferring budgeted amounts between accounts within an
individual fund. However, such statutes prohibit expenditures in excess of the
total amount of the adopted budget of expenditures of individual funds.
Budget comparison statements are presented for each fund showing actual
receipts and expenditures compared to legally budgeted receipts and
expenditures.

All legal annual operating budgets are prepared using the modified accrual
basis of accounting, modified further by the encumbrance method of
accounting. Revenues are recognized when cash is received. Expenditures
include disbursements, accounts payable, and encumbrances. Encumbrances
are commitments by the city for future payments and are supported by a
document evidencing the commitment, such as a purchase order or contract.
All unencumbered appropriations (legal budget expenditure authority) lapse at
year-end.

A legal operating budget is not required for capital projects funds and trust
funds and the following special revenue funds:

Title IID Fund Title TTIA Fund

Title IV Fund — Drug Free Contingency Reserve Fund
District Activity Funds A.J Rice Memorial Fund
Title I Fund Serve America School Based
Textbook Rental Fund Character Education Grant

Spending in funds which are not subject to the legal annual operating budget
requirement is controlled by federal regulations, other statutes, or by the use
of internal spending limits established by the governing body.

Inventories and Prepaid Expenscs

Inventories and prepaid expenses which benefit future periods are recorded as
expenditures.
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UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - Summary of Significant Accounting Policies {Continued)

Use of Estimates

The process of preparing financial statements requires the use of estimates and
assumptions regarding certain types of assets, liabilities, revenues and
expenses. Such estimates relate primarily to unsettled transactions and events
as of the date of the financial statements. Accordingly, upon settlement, actual
results may differ from estimated amounts.

NOTE 2 — Deposits and Investments

Deposits

K.S5.A. 9-1401 establishes the depositories which may be used by the district.
The statute requires banks eligible to hold the district’s funds have a main or
branch bank in the county in which the district is located and the banks
provide an acceptable rate of return on funds. In addition, K.S.A. 9-1402
requires the banks to pledge securities for deposits in excess of FDIC
coverage. The district has no other policies that would further limit interest
rate risk.

K.S.A. 12-1675 limits the district’s investments of idle funds to time deposits,
open accounts, and certificates of deposit with allowable financial institutions;
U.S. government securities; temporary notes; no-fund warrants; repurchase
agreements; and the Kansas Municipal Investment Pool. The district has no
investment policy that would further limit its investment choices. The district
had no mvestments during 2011.

Risk
Category Carrying Market
1 2 3 Amount Value
Investments -0- -0- -0- -0- -0-
State Treasurers Investment Pool $ 1303281 $%1.303.281

Concentration of Credit Risk

State statutes place no limit on the amount the district may invest in any one
issuer as long as the investments are adequately secured under K.S.A. 9-1402
and K.S.A. 9-1405.



UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 2 — Deposits and Investments (continued)

Custodial Credit Risk — Depaosits

Custodial credit risk is the risk that in the event of a bank failure, the district’s
deposits may not be returned to it. State statutes require the district’s deposits
in financial institutions to be entirely covered by federal depository insurance
or by collateral held under a joint custody receipt issued by a bank within the
State of Kansas, the Federal Reserve Bank of Kansas City, or the Federal
Home Loan Bank of Topeka, except during designated “peak periods” when
required coverage is 50%. All deposits were legally secured at June 30, 2011.

At June 30, 2011, the government’s carrying amount of deposits was
$ 2,339,664 and the bank balance was $ 2,027,919. The bank balance was
held by two banks resulting in a concentration of credit risk. Of the bank
balance, § 517,426 was covered by federal depository insurance and -the
balance was collateralized with securities held by the pledging financial
institutions’ agents in the district’s name.

Custodial Credit Risk — Investments

For an investment, this is the risk that, in the event of the failure of the issuer
or counterparty, the government will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside
party. State statutes require investments to be adequately secured.

NOTE 3 — Defined Benefit Pension Plan

Plan Description — USD No. 377 participates in the Kansas Public
Employees Retirement System (KPERS), a cost sharing multiple-employer
defined benefit pension plan as provided by K.S.A. 74-4901, et seq. KPERS
provides retirement benefits, life insurance, disability income benefits, and
death benefits. Kansas law establishes and amends benefit provisions. KPERS
issues a publicly available financial report that includes financial statements
and required supplementary information. That report may be obtained by
writing to KPERS (611 S. Kansas; Topeka, KS 66603) or by calling 1-888-
275-5737.
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UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 3 - Defined Benefit Pension Plan (continued)

Funding Policy — K.S.A. 74-4919 establishes the KPERS member-employee
contribution rate at 4% of covered salary. Member-employees’ contributions
are withheld by their employer and paid to KPERS according to the provisions
of section 414 (h) of the Internal Revenue Code. The State of Kansas is
required to contribute the remaining amount necessary to achieve the
actuarially determined contribution rate. Kansas currently contributes 9.17%
of covered payroll Kansas’ contributions to KPERS for the year ended June
30, 2011 was $188,864,352 with a remaining balance due of $64,969,692
which was received by July 12, 2011.

NOTE 4 - Risk Manasement

The District is exposed to various risks of loss related to limited torts; theft of,
damage to and destruction of assets; errors and omissions and natural disasters
for which the county carries commercial insurance. There have been no
significant reductions in coverage from prior years and settlements have not
exceeded coverage in the past three years.

NOTE 5 — Compliance with Kansas Statutes

We noted no violations of Kansas Statutes during the period under
examination.

NOTE 6 — Compensated Absences

Vacation leave is available to all 12 month employees of the district and
accrues at the rate of 10 days per year. The district has sick leave available for
all employees. Employees working in excess of 30 hours per week accrue 10
days of sick leave per year, can accumulate up to 60 days, and are paid
annually for any excess over 50 hours. Employees working less than 30 hours
per week accrue five days sick leave per year, can accumulate up to 30 days,
and are paid annually for any excess over 25 hours. No payment is received
by terminating employees with unused vacation or sick [eave.
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UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 7 — Interfund Transactions

Operating transfers were as follows:

Statutory
From To Authority Amount
General Fund Contingency Reserve Fund  K.S.A. 72-6428  $ 159,000
General Fund Special Education Fund K.8.A. 72-6428 838,129
General Fund Capital Outlay Fund K.8.A. 72-6428 155,675
General Fund At Risk (K-12) Fund K.S.A. 72-6428 433,857
General Fund Al Risk (4 year old) Fund K.S.A. 72-6428 19,685
General Fund Bilingual Education Fund K.8.A. 72-6428 2,007
Supplemental General Fund ~ Professional Develop Fund  K.S.A. 72-6425 6,000
Supplemental General Fund ~ Vocational Education Fund  K.S.A. 72-6425 151,000
Supplemental General Fund  Special Education Fund K.S.A. 72-6425 325,000
Supplemental General Fund ~ Food Service Fund K.S5.A. 72-6425 105,000
Supplemental General Fund  Text Book Fund K.5.A. 726425 20,000
Supplemental General Fund At Risk (K-12) Fund K.5.A. 72-6425 46,500

NOTE 8 — Other Post Employment Benefits

As provided by K.S.A. 12-5040, the local government allows retirees to
participate in the group health insurance plan. While each retiree pays the full
amount of the applicable premium, conceptually, the local government is
subsidizing the retirees because each participant is charged a level of premium
regardless of age. However, the cost of this subsidy has not been quantified in
these statements.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the
government makes health care available to eligible former employees and
eligible dependents. Certain requirements are outlined by the federal
government for this coverage. The premium is paid in full by the insured.
There is no cost to the government under this program.

NOTE 9 — Cash Basis Exception

The State of Kansas statutes exempt all funds from a cash basis violation if the
violation was as result of delayed payment by the state.



UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO FINANCIAL STATEMENTS

NOTE 10 ~ Compliance with K.S.A. 72-6417 (d) and K.S.A. 72-6434 (d)

K.S.A. 72-6417 (d) and K.S.A. 72-6434 (d) requires the school district to
record any payment of general state aid that is due to be paid during the month
of June and is paid to the school district after June 30, as a receipt for the

school year ending on June 30. The following shows the revenue as required
by the Statutes:

NOTE 11 — Contingency

The District receives federal and state grants for specific purposes that are
subject to review and audit by federal and state agencies. Such audits could
result in a request for reimbursement by federal and state agencies for
expenditures disallowed under the terms and conditions of the appropriate
agency. In the opinion of the District’s management, such disallowances, if
any, will not be significant to the District’s financial statements.

NOTE 12 —-Subsequent Events

Subsequent events for management’s review have been evaluated throngh

August 29, 2011. The date in the prior sentence is the date the financial
statements were available to be 1ssued.
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Note 10
USD #377 EFFINGHAM, KS
GENERAL FUND
STATUTORY REVENUES AND EXPENDITURES - STATUTORY AND BUDGET
For the Year Ended June 30, 2011

34

Variance-
Favorable
Actual Budget {Unfavorable)
CASH RECEIPTS
Taxes and Shared Revenuc
Ad valorem property lax b 668,280 3 652,959 8 15,321
Delinguent tax 11,070 3,577 7,493
Motor vehicle tax 0
RV tax 0
16/10 Trueks tax 0
Federal grants 258,025 93,793 164,232
State aid/grants 4205292 4,783,021 (487,729)
Charges for services 0
Interest income j
Miscelloneous revenues 113,159 113,159
Operating transfers 0
Total Cash Receipts 5,345,826 3,533,350 (187,524)
EXPENDITURES
Instruction 2,818,917 2,368,319 249,402
Student support services 182,501 181,250 {1,251)
Instruction support staff 135,943 143,725 7,782
General administration 196,523 205,297 8,774
School administration 345,087 383,840 38,753
Operalions and maintenance 286,612 332,030 45,418
Student transportotion services 363,871 359321 {4,550}
Central support services 0
Other support services 104,722 108,540 3,818
Food service operations 0
Student activities 2,941 {2,941)
Facility acquisition and construction services 0
Debl service o
Operaling transfers 1,608,709 1,451,028 (157,681)
Adjusiment to comply with
lepgal max (300,683) (300,683)
Adjustment for qualifying
budget credits 113,159 113,139
Tota] Expenditures 5,345,826 b 5,345,826 b 0
Receipts Over (Under) Expenditures 0
Unencumbered Cash, Beginning 0
Prior Year Cancelled Encumbrances 0
Unencumbered Cash, Ending $ 0



Note 16

USD #377 EFFINGHAM, K8
SUPPLEMENTAL GENERAL FUND

STATUTORY REVENUES AND EXPENDITURES - STATUTORY AND BUDGET

For the Year Ended June 30, 2011

CASH RECEIPTS
Taxes and Shared Revenue
Ad valorem property tax
Delinguent tax
Molor vehicle tax
RV tax
16/20 Trucks tax
Federal prants
State aid/grants
Charges [or services
Inicrest income
Miscellaneous revenues
Operating transfers

Total Cash Receipts

EXPENDITURES

Instruction

Student support services

Instruction support stail

General administration

Schoo! administration

Operations and maintenance

Student [ransportation services

Cenlral support services

Other support services

Food service operations

Student activities

Facility acquisition and construction services

Debt service

Operaling lransfers

Adjustment to comply with
legal max

Adjustment for qualilying
budget credits

Total Expenditures

Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning
Prior Year Cancelled Encumbrances

Unencumbered Cash, Ending

b

Variance-
Favorable
Acltunl Budget {Unfavorable)
848,941 034,243 8 (85,302)
16,215 4,358 11,857
139,991 136,214 3,777
2,198 2,273 (75)
25,073 25,073
0
692,161 721,037 (28,876)
0
0
0
0
1,724,579 1,798,125 (73,546)
290,61] 171,000 (118,611)
31,820 1,500 (2,320)
0
28,012 20,000 (8,012)
3,854 4,500 646
480,888 756,135 275,247
284,945 202,000 (82,945)
0
5,000 5,000
0
0
0
0
653,500 652,389 (LD
(66,894} {66,894)
Q
1,745,630 1,745,630 % 0
(21,051)
187,471
0
166,420
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Shareholder
901 Kentucky, Suite 104 785-312-9091
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Board of Education
Unified School District No. 377
Effingham, Kansas 66023

INDEPENDENT AUDITORS’® REPORT ON INTERNAL CONTROL OVER
FINANCIAL COMPLIANCE REPORTING AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

We have audited the financial statements of Unified School District No. 377 as of and for

the year ended June 30, 2011, and have issued our report thereon dated August 29, 2011.

In our report, our opinion was qualified due to the use of and other comprehensive basis

of accounting. We conducted our audit in accordance with auditing standards generally

accepted in the United States of America and the standards applicable to financial audits

contained in Government Auditing Standards, issued by the Comptroller General of the
- United States. '

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Unified School District No. 377’s
internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Unified School District No.
377's internal control over financial reporting. Accordingly we do not express an opinion
on the effectiveness of the Organization’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a
reasonable possibility that a material misstatement of the organization’s financial
statements will not be prevented, or detected and corrected on a timely basis.



Board of Education
Unified School District No. 377

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies,
significant deficiencies, or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as
defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Unified School District No.
377°s general purpose financial staiements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the
determination of financial statements amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee,
management, others within the organization, and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than
these specified parties.

‘”%7 A 1A

Long CPA, PA
A Professional Association
Certified Public Accountant

Aupgust 29, 2011
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Shareholder
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Board of Education
Unified School District No. 377
Effingham, Kansas 66023

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Compliance

We have audited the compliance of Unified School District No. 377, Effingham, Kansas
with the types of compliance requirements described in the U.S. Office Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its
major federal programs for the year ended June 30, 2011. Unified School District No.
377’s major federal programs are identified in the summary of auditor’s results section of
the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major
federal programs is the responsibility of Unified School District No. 377°s management.
Our responsibility is to express an opinion on Unified School District No. 377°s
compliance based on our audit. ' .

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Governinent Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States. Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Unified School District No. 377°s compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on Unified School District No. 377’s compliance with
those requirements. In our opinion, Unified School District No. 377 complied, in all
material respects, with the requirements referred to above that are applicable to each of
its major federal programs for the year ended June 30, 2011.




Board of Education
Unified School District No. 377
Effingham, Kansas 66023

Internal Control Over Compliance

The management of Unified School District No. 377 is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programs. In planning and
performing our audit, we considered Unified School District No. 377’s internal control
over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on the internal control over
compliance in accordance with OMB Circular A-133 but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Unified School
District No. 377’s internal control over compliance,

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course
of performing their assigned functions, to prevent, or detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected on a timely basis.

QOur consideration of the internal control over comphance was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over compliance that might be deficiencies, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the audit committee,
management, others within the organization, and federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than
these specified parties.

e:/a,{ PA

Long CPA, PA
A Professional Association

Certified Public Accountant

August 29, 2011



Schedule |
UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year cnded June 30, 2011

Pass-
Federat Grantor/ Federal Through
Pass-Through Grantor/ CFDA Grantor Federal
Program Title Number Number Expenditures
.S, Department of Education
Passed through State Department
of Education:
Title 1 84.010 * ¥ 114,535
Drug abuse Education 84.186 * 1,672
Character Education Initiative 84.213 * 3,297
Tech Literacy 84.318 * 413
Title 1 - Teacher Quality 84.367 * 25,296
Stabilization - ARRA 84.394 * 03,793
Education Jobs Fund 84.410 * 164,232
U.S. Department of Agriculture
Passed through State Department
of Education:

School Breakfast Program 10.553 * 44,585
National School Lunch Program 10.555 * 141,733
SFS - Food 10.559 * 950
Federal School Food Service 10.560 * 316
Tearn Nutrition Training Grant 10.574 * 3,280
Total Federal Assistance § 594.102

* Not available

‘The accompanying nates to financial statements are an integral part of this statement.
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Schedule 2
EFFINGHAM UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30, 2011

A. Summary of Audit Results

1.

8.

The auditors’ report expresses a qualified opinion on the general purpose
financial statements of Unified School District #377.

No reportabie conditions relating to the audit of the general purpose
financial statements are reported in the Independent Auditors’ Report on
Compliance and on Internal Control over Financial Reporting Based on
a Audit of Financial Statements Performed in accordance with
Government Anditing Standards.

No instances of noncompliance material to the general purpose financial
statements of Unified School District #377 were disclosed during the
audit.

The auditors’ report on compliance for the major federal award
programs for Unified School District #377 expresses an unqualified
opinion on all major federal programs.

. Audit findings relative to the major federal award programs for Unified

School District #377 are reported in this schedule.

The programs tested as major programs included:

Department of Education

Education Jobs Fund CFDA No. 84.410, Stabilization — 2009 ARRA
CFDA No. 84.394

Unified School District #377 was not determined to be a low-risk
auditee.

The threshold for distinguishing types A and B programs was $300,000.

B. Findings — Financial Statement Audit

None

C. Findings and Questioned Costs — Major Federal Awards Programs Audit
Department of Education
Education Jobs Fund CFDA No. 84.410, Stabilization — 2009 ARRA CFDA No.

84.394

No findings of noncompliance or questioned costs were noted.

The accompanying notes to financial statements are an integral part of this statement
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EFFINGHAM UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2011

NOTE 1 — Basis of Accounting

The accompanying schedule of expenditures of federal awards includes the
federal grant activity of Unified School District No. 377 Effingham, Kansas
and is presented on the statutory basis of accounting. The information in this
schedule is presented in accordance with the requirements of OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the basic financial statements.

Statutory Basis of Accounting — The statutory basis of accounting, as used in
the preparation of these statitory basis financial statements, is designed to
demonstrate compliance with the cash basis and budget laws of the State of
Kansas. Cash receipts are recognized when the cash balance of a fund is
increased.  Expenditures include disbursements, accounts payable, and
encumbrances. Encumbrances are commitments related to unperformed
(executory) contracts for goods and services, and are usually evidenced by a
purchase order or written contract. For an interfund transaction, a cash receipt
is recorded in the fund receiving cash from another fund, and an expenditure
would be charged in the fund from which the transfer is made.

Unified School District No. 377 has obtained a waiver from generally
accepted accounting principles which allows the district to revert to statutory
basis of accounting,

Departure from Generally Accepted Accounting Principles — The basis of
accounting described above results in a financial statement presentation which
shows cash receipts, cash disbursements, cash and unencumbered cash
balances, and expenditures compared to budget. Balance sheets that would
have shown noncash assets such as receivables, inventories, and prepaid
expenses, liabilities such as deferred revenue and mature principal and interest
payable, and reservations of the fund balance are not presented. Under
generally accepted accounting principles, encumbrances are only recognized
as a reservation of fund balance; encumbrances outstanding at year end do not
constitute expenditures or liabilities. Consequently, the expenditures as
reported do not present the cost of goods and services received during the
fiscal year in accordance with generally accepted accounting principles.

42



EFFINGHAM UNIFIED SCHOOL DISTRICT NO. 377
Effingham, Kansas

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2011

NOTE 1 — Basis of Accounting (continued)

Departure from Generally Accepted Account Principles {ctd.) - General
fixed assets that account for the land, buildings, and equipment owned by the
district are not presented in the financial statements. Also, general long-term
debt such as general obligation bonds, temporary notes, and compensated
absences are not presented m the financial statements.

NOTE 2 - Pass-Through Awards

Unified School District No. 377 receives certain federal awards in the form of
pass-through awards from the State of Kansas. Such amounts received as
pass-through awards are specifically identified on the Schedule of
Expenditures of Federal Awards.

NOTE 3 - Major Programs

In accordance with OMB Circular A-133, major programs are determined
using a risk-based approach. The Education Jobs Fund CFDA No. 84.410 has
been determined by the independent anditor to be a major program.

NOTE 4 — Contingencies

The District receives funds under various federal grant programs and such
awards are to be expended in accordance with provisions of the various
grants. Compliance with the grants is subject to audit by various government
agencies which may impose sanctions in the event of non-compliance.
Managements believes that they have complied with all aspects of the various
grant provisions and the results of adjustments, if any, relating to such audits
would not have any material financial impact.
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